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Executive Summary

ASEAN Infrastructure Fund (AIF) primary objectives is to foster infrastructure
development within and among the territories of the Association of Southeast Asian Nations
(“ASEAN”) and to promote the use of ASEAN savings in the financing of such infrastructure
development with a view towards an eventual issuance of bonds which are eligible for
investment from central bank reserves. This primary aim of this research paper is therefore to
study the guideline of eligible requirements of assets to be invested by Central Bank
international reserves, what factors that affect the risk and the credit ratings of the projects
under AIF and what are the limitations of the AIF in order to provide recommendations to the

AlF to further enhance credit rating to the level eligible for the Central Banks reserves.

The findings of the research shows that the guideline for International reserves
management required assets as a collateral to be at the Investment grade, highly liquidated and
can be purchase or sold freely without any regulation or supervision, acceptable denominated
currency. Moreover, the reserve management must be under risk management framework taking
into account factors such as Market risk, Credit risk, Liquidity risk and
Mark-to-Market risk. The findings also demonstrate that risk factors of Infrastructure projects that
do have influence on the credit rating of the fund include the risk factors arising from the
project itself, market risk, interest rate and exchange rate risks, political risk and risk from legal

structure changes as well as other unforeseeable risks.

In terms of the limitations of the AIF, the small size of the equity can constrain the
diversification of the projects, while long term infrastructure project can lead to mismatch and
fluctuation of interest and exchange rates. Furthermore, many of the projects under AIF projects
pipeline are situated in the countries where sovereign rating are regarded below attractive
investment grades. Nevertheless, one of the solutions towards this limitation is to consider
financing project in the higher credit ratings countries such as Malaysia and Singapore but this
would not serve the primary purpose of the AIF. The small size of bond issuance under AlF
could also prove insufficient to meet the guideline of international reserves in terms of liquidity

which required that asset eligible for reserves to be highly liquidated.



The policy recommendations to enhance its eventual credit rating of the AIF derived
from the research are as follows; The Infrastructure project must have a clear contract structure
and indicative terms of reference including the payment terms, and etc. The projects must be
insulated from the market risk namely, the exchange rate and interest rate fluctuation through
appropriate use of financial instruments such as hedging and swaps. The limitation of the small
initial equity size of the AIF require the AIF project financing to be matching fund with the Asian
Development Bank at the ratio of 30:70 while the country and sector are limited to 40 percent
and 30 percent, respectively. Furthermore, smaller size projects are encouraged to promote
diversifications. Finally, given the abundant level of international reserves accumulated in
ASEAN and ASEAN+3 member countries Central Banks implied that AIF can freely issue bond to
be purchased by regional Central Banks without significantly constraining the liquidity of

international reserves towards the management of the exchange rates policies.
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szmea NUIUEY aailuiesay
@usanansga)
DA 350 343
Waytlud 325 31.9
oulatlize 280 275
an 65 6.4
591 1,020 100
ﬁm: ADB

M13°199 7 M39angu 1A39n135 14 Project Pipeline A4

o a a | Y
T IURY aaniluZouaz
EuM3sYansg)
YUA9 425 41.7
WA 340 33.3
MW/ 225 22.1
A
1) 30 29.0
39U 1,020 100
w1 ADB

a A o y A a =~ v Y YA
2.5 Tﬂ‘i\‘ifﬂﬁﬂﬂﬂ\ﬂ!‘mwaﬂ1ﬁwmu1iﬂ‘§\1ﬁ‘ﬂﬁw1!§1‘lﬂ‘ll{]Nﬂ1ﬂﬂ1!“ﬂ€luﬂ1ﬂ31ﬂ$1ﬁfq}ﬂu

Tnsamsiineanu AIF azIianuddagyluszezusn (a.e. 2013-2016) launlnsansa
o VoA A A4 ¥ o y & DY) v o
atuayuanuiwelugima luamnnnerdosny Tnsesaianugulududunisauinay waaann
Y & g ~ ] . . Ay Y o A = FY a 9 a
uazi Fuilulnsanisheglu Pipeline ¥99 ADB @i laimsautiumsfAnyIATIMALARUMTRUVDT
a3 o [ 4 o
Taseamsuan waziilulnsansniusesInennsy (Sovereign Project) 11199910 1A59M15 TuAIAONBUINYN
LAY oA oA 1 o A :; 1 [ A Y o [
¥BINBTUAUANNUNFOD 0D 1UIZAUNAINI IATINITVOINIATY (B I NBINUAINTINMUITEATANY
] d' A Y ] [ d' = Y =K = a .
dureneliinzegluszauiiisane 14 Jaaziimanansanlasims lunawnsu (Private Sector

A
Development) 849101 2016 Iagls1easiooandil

17



A13197 8 1ATIN13AINUAIN Project Pipeline Y9009 U AIF 111l 2556 - 2558

Tasens Udsend GRKIN FIUIUEUIN
AlF
(Eruwmiseeyansy)

1 (Java-Bali 500 kV Power-Transmission 2012) dulalliey | wdanu 25
2 (Flood Management in Selected River Basins dulatiiae 5“14"*] 30
3 (Neighborhood Upgrading and Shelter Sector dulatiiae izuuﬁ’l 35
Project (Phase II)
4) Metropolitan Sanitation Management and Health | 8ulatiige YU 40
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5) Nabong 500 kV Substation and Transmission an WU 35
Facility
6 (Lao PRD - Viet Nam Power Interconnection 817 WA 30
(Hatxan - Pleiku)
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Hanoi Metro Rail Line 3 (Supplementary financing)
8 (Central Mekong Subregion Ben Luc-Long Thanh AU YU 100
Expressway
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3 (Power Transmission Investment Program (MFF — AU WA 100
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3 (Second Road Improvement and Institutional WauTud YUY 75
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4) Integrated Transport Terminal (PPP) Wautud YU 100

59UU 2558 350

593 3 U (521379 2556-2558) 1,020

fian : Report of the Administrator of the Board of Directors, March 2013
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